Friday 

November  14,  1980 


I 


Part  XI 

Department  of 
Housing  and  Urban 
Development _ 

Office  of  the  Assistant  Secretary  for 
Neighborhoods,  Voluntary  Associations 
and  Consumer  Protection 


Neighborhood  Self-Help  Development 
Program;  Program  Requirements 


75610 


Federal  Register  /  Vol.  45,  No.  222  /  Friday,  November  14, 1980  /  Rules  and  Regulations 


DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Office  of  the  Assistant  Secretary  for 
Neighborhoods,  Voluntary 
Associations  and  Consumer 
Protection 

24  CFR  Part  3610 

[Docket  No.  R-80-715] 

*  Neighborhood  Self-Help  Development 
Program;  Program  Requirements 

AGENCY:  Department  of  Housing  and 
Urban  Development  (HUD). 
action:  Final  rule. 

Summary:  The  Neighborhood  Self-Help 
Development  Act  of  1978  (42  U.S.C.  8121 
et  seq.),  referred  to  as  the  "Act”, 
authorizes  the  Secretary  to  make  grants 
and  provide  training  and  information 
assistance  to  neighborhood 
organizations  to  prepare  and  implement 
neighborhood  revitalization  projects  in 
low-  and  moderate-income 
neighborhoods.  This  final  regulation 
revises  the  procedures  for  the  award  of 
grants  and  for  training  and  information 
assistance  under  the  Neighborhood  Self- 
Help  Development  Program. 

EFFECTIVE  DATE:  January  15, 1981. 

FOR  FURTHER  INFORMATION  CONTACT: 
Joseph  McNeely,  Office  of 
Neighborhood  Self-Help  Development, 
Room  4222,  Department  of  Housing  and 
Urban  Development,  451  Seventh  Street, 
SW.,  Washington,  D.C.  20410,  (202)  755- 
5595.  This  is  not  a  toll  free  number. 
SUPPLEMENTARY  INFORMATION:  This  rule 
makes  changes  and  adopts  as  final  the 
interim  rule  published  October  22, 1979 
in  the  Federal  Register  (44  FR  60934). 

The  Neighborhood  Self-Help 
Development  Act  of  1978  was  passed  by 
Congress  as  Title  VII  of  Pub.  L.  95-557  of 
the  Housing  and  Community 
Development  Amendments  of  1978.  This 
Act  authorizes  the  Secretary  to  make 
grants  and  provide  training  and 
information  assistance  to  neighborhood 
organizations  to  prepare  and  implement 
neighborhood  revitalization  projects  in 
low-  and  moderate-income 
neighborhoods.  These  neighborhood- 
based  projects  include  support  to 
housing,  economic  and  community 
development  and  other  appropriate 
neighborhood  revitalization  activities  in 
partnership  with  local  government  and 
other  public  and  private  entities.  The 
Neighborhood  Self-Help  Development 
Act  was  a  component  of  the  President’s 
Urban  Policy  announced  in  March  1978 
and  authorized  by  Congress  in  August 
1978.  The  interim  regulation  for  the 
Neighborhood  Self-Help  Development 


Program  had  an  effective  date  of 
November  21, 1979.  On  December  13. 
1979,  a  grant  announcement  was 
published  in  the  Federal  Register 
inviting  interested  organizations  from 
urban  and  rural  areas  to  prepare  and 
submit  applications  to  the  program.  An 
application  kit  was  prepared  and  sent  to 
over  8,000  people  who  requested  it  The 
closing  date  for  accepting  applications 
was  March  21, 1980  and  approximately 
730  neighborhood  organizations  applied. 
On  May  4, 1980  the  Department 
announced  that  seventy  (70) 
organizations  were  selected  for  grant 
awards  under  the  first  cycle.  A  grant 
announcement  for  the  availability  of 
funds  under  a  second  cycle  was 
published  on  April  1, 1980  with  a  closing 
date  of  July  15, 1980.  Over  5,000  people 
requested  this  application  kit. 
Approximately  555  neighborhood 
organizations  applied  to  the  program 
under  this  cycle.  Under  the  second  cycle 
fifty-five  (55)  organizations  received 
grant  awards. 

Changes  in  Response  to  Public 
Comment 

Since  the  publication  on  October  22, 
1979  of  the  interim  regulation  (24  CFR 
Part  3610),  public  comments  and 
recommendations  for  the  final  regulation 
have  been  solicited.  During  a  ninety-day 
formal  public  comment  period,  thirty- 
three  written  comments  were  received. 

A  series  of  public  meetings  and  pre¬ 
application  conferences  in  November. 
1979  resulted  in  over  2,000  verbal 
comments  and  suggestions.  Over  1,500 
people  consulted  program  staff 
regarding  technical  questions  during  the 
two  cycles  of  grant  applications.  On¬ 
going  meetings  with  neighborhood 
groups,  local  officials,  congressional 
staff,  civil  rights  organizations  and 
national  neighborhood  networks 
resulted  in  approximately  1,000 
additional  verbal  comments  and 
recommendations.  All  comments  were 
carefully  considered.  In  addition,  two 
cycles  of  grant  applications  occurred 
under  the  interim  regulation.  The 
experience  of  soliciting,  reviewing  and 
selecting  neighborhood  organizations  for 
grants  was  also  considered  in  the 
preparation  of  this  final  regulation.  The 
following  summarizes  the  major  changes 
from  interim  to  final  regulation  based  on 
the  comments,  recommendations  and 
program  administration  experience: 

(i)  It  was  determined  through  public 
comment  and  experience  that  the  same 
definition  of  "low-  and  moderate- 
income"  could  not  be  used  by  both 
urban  and  rural  organizations. 

Therefore,  the  definition  has  been 
changed  to  provide  flexibility  while 


being  consistent  with  other  HUD 
programs. 

(ii)  It  was  found  through  program 
experience  and  public  comment  that  the 
criteria  constituting  either  “proven 
record"  or  "demonstrable  capacity" 

(§  3610.103)  was  not  clear  to 
organizations.  Therefore,  the  eligibility 
criteria  for  “proven  record”  and 
“demonstrable  capacity”  are  redefined 
and  clarified. 

(iii)  Through  program  experience,  it 
was  found  that  neighborhood 
organizations  were  confused  about  what 
constituted  a  specific  project,  as 
opposed  to  a  general  ongoing  program. 
Therefore,  the  final  regulation  on 
eligible  projects  (§  3610.104)  describes 
the  components  necessary  for  a  specific 
project  and  the  preamble  to  that  section 
provides  extensive  examples  of  eligible 
specific  projects. 

(iv)  Through  comments  and 
experience,  it  was  found  that  the  types 
of  activities  that  qualify  as  preparation 
and/or  partial  implementation  activities 
were  not  clear  to  neighborhood 
organizations.  Therefore,  the  final 
regulation  on  eligible  activities 

(S  3610.104)  clarifies  what  activities  are 
considered  acceptable  based  on  the 
project’s  stage  of  development,  and  the 
preamble  section  provides  examples  of 
acceptable  preparation  activities. 

(v)  Through  program  experience,  it 
was  found  that  many  neighborhood 
organizations  requested  support  for 
projects  considered  inconsistent  with 
the  intent  of  the  program  because  either 
they  did  not  directly  benefit  the 
residents  in  low-  and  moderate-income 
neighborhoods,  or  they  were  composed 
of  activities  on  the  list  of  ineligible 
activities.  Therefore  the  section  on 
ineligible  activities  (§  3610.105)  is 
expanded. 

(vi)  Through  experience,  it  was 
learned  that  the  program's  “factors  for 
award”  which  were  presented  in  the 
Federal  Register  Notice  of  Grant 
Availability  were  more  effective  in 
communicating  the  evaluation  criteria 
for  eligible  organizations  than  the 
“project  selection  criteria"  described  in 
§  3610.106  of  the  Interim  Rule.  Therefore, 
the  factors  for  award  replace  the  project 
selection  criteria  in  §  3610.106  of  the 
Final  Rule. 

(vii)  During  the  first  year  of  the 
program,  Congress  passed  the  Housing 
and  Community  Development  Act 
Amendments  of  1979.  Section  107  of  the 
Amendments  affected  the  provision  on 
local  government  certification 
(^3610.107).  Therefore,  additional 
language  is  offered  which  states  that  up 
to  ten  percent  of  the  program’s  grants 
may  be  awarded  for  innovative  projects 
without  local  government  certification. 
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Summary  of  the  Final  Regulations 

Section  3610.101  states  the  purpose  of 
the  Neighborhood  Self-Help 
Development  Program.  The  purpose  of 
this  program  is  to  assist  neighborhood 
organizations,  through  grants,  training 
and  information  assistance,  to  increase 
their  capacity  to  effectively  prepare, 
finance,  package  and  manage  specific 
housing,  community  and  economic 
development  projects.  The  projects  must 
directly  benefit  the  residents  of  low-  and 
moderate-income  neighborhoods, 
contain  a  self-help  component  which 
captures  the  energy  and  resources  of  the 
neighborhood  residents  themselves,  and 
be  connected  to  an  overall 
neighborhood  revitalization  strategy. 

The  intent  of  this  program  is  to 
encourage  and  support  projects 
identified  and  developed  by 
neighborhood  organizations  on  a  local 
level  which  combine  their  appropriate 
local  strategies,  resources  and  people. 

To  realize  the  greatest  impact  of  the 
program  in  meeting  this  intent, 
successful  strategies,  tools  and  projects 
as  demonstrated  by  the  funded  projects 
are  shared  with  a  wide  range  of  self- 
help  groups  by  means  of  information 
exchange,  training,  workshops  and  on¬ 
site  consultation.  Assistance  is  given  to 
organizations  to  work  in  partnership 
with  the  public  and  private  sectors  to 
prepare  and  implement  neighborhood 
revitalization  projects. 

Section  3610.102  defines  three  terms: 
“low-  and  moderate-income”, 
"neighborhood”  and  “self-help”. 

The  interim  regulation  defined  low- 
and  moderate-income  as  80%  of  the 
median  income  of  the  county.  The  intent 
of  the  change  in  the  final  rule  to  80%  of 
the  median  income  of  the  area,  as 
determined  by  HUD,  is  to  provide  a 
flexible  basis  for  comparison  other  than 
the  county  for  those  counties  where  the 
median  income  is  substantially  below 
that  of  the  state  and  for  those  cities 
which  are  county  jurisdictions  in  larger, 
more  affluent  metropolitan  areas. 

Two  definitions  are  given  for 
“neighborhood” — one  urban  and  one 
rural.  Applicant  organizations  know 
best  what  constitutes  a  "neighborhood.” 
Therefore  organizations  are  expected  to 
use  their  own  definition  of 
neighborhood.  However,  no 
neighborhood  may  be  defined  in  such  a 
manner  as  to  include  or  exclude  any 
identifiable  segment  of  it  on  the  basis  of 
race,  color,  religion,  sex,  age,  or  national 
origin.  The  following  factors  often 
contribute  to  people’s  definition  of 
neighborhood: 

(i)  A  sense  of  belonging  or  identity 
that  ties  residents  to  a  given  area; 


(ii)  Social,  cultural,  political,  or 
economic  activities  around  which 
people  organize  themselves; 

(iii)  The  existence  of  cohesive 
organizations  formed  by  residents;  and 

(iv)  A  history  of  acting  or  being 
treated  as  a  distinct  or  cohesive  unit. 

Examples  of  ways  which 
organizations  define  their  neighborhood 
include: 

(a)  A  residential  area  which  is 
geographically  separated  from  the  rest 
of  the  city  by  a  river  and  two  highways 
and  is  known  as  the  “South  End” 
neighborhood; 

(b)  An  area  of  several  blocks  of  multi¬ 
family  buildings  which  is  known  as 
“Golden  Park;” 

(c)  One,  two  or  more  adjacent  low- 
income  public  housing  projects  which 
have  become  identified  as  the  "Joseph” 
project  or  area  or  community; 

(d)  A  commercial  area  with 
residential  areas  adjacent  to  the  main 
retail  street  which  is  known  by  both 
residents  and  business  owners  as  the 
“Loeste”  neighborhood. 

(e)  Several  target  areas  in  a  rural 
region  where  the  residents  are  organized 
and  identified  as  farmworkers  and  refer 
to  their  community  as  the  “Vallejo” 
area. 

"Self-help”  is  broadly  defined  because 
the  intent  of  the  program  is  to  support 
and  stimulate  diverse  local  self-help 
methods.  The  direct  involvement  of 
residents  in  the  proposed  specific 
project  must  be  tied  to  a  more 
comprehensive  neighborhood  resident 
effort  in  revitalization  activities  carried 
out  by  the  applicant  organization. 
Examples  of  different  types  of  self-help 
include,  but  are  not  limited  to: 

(a)  Direct,  on-going  involvement  of 
neighborhood  residents  in  the  planning 
of  a  specific  project; 

(b)  Direct  involvement  and 
coordination  of  the  evaluation  of  a 
project  by  the  neighborhood  residents; 

(c)  Financial  and  technical 
contributions  from  residents  and  other 
members  of  the  neighborhood  to  a 
specific  project; 

(d)  Volunteer  efforts  by  residents  and 
other  members  of  the  neighborhood  to  a 
specific  project;  and 

(e)  Sweat  equity  tied  to  a  specific 
project. 

Section  3610.103  describes  the 
eligibility  criteria  for  neighborhood 
organizations  which  apply  to  this 
program.  Organizations  must  satisfy 
each  criterion  to  be  considered  eligible. 

The  regulation  requires  that  an 
organization  be  broadly  representative 
of  the  neighborhood  where  the  project  is 
located  (Paragraph  (b)).  While  the 
regulation  does  not  require  a  specific 
method  structure  to  satisfy  this  criterion, 


the  applicant  organization  is  expected  to 
document  its  performance  or  methods  of 
residential  representation  showing  that 
it  is  representative  of  the  racial,  ethnic, 
economic,  disabled,  age  and  sex 
distribution  of  the  population  in  the 
neighborhood  served. 

Paragraph  (c)  requires  that  an 
organization  be  accountable  to 
neighborhood  residents  with  respect  to 
the  project  being  proposed.  This  section 
of  the  regulation  requires  that  an 
organization  directly  involve,  and  be 
responsive  to,  the  neighborhood 
residents.  This  section  requires  some 
specific  structure  for  the  project  for 
organizations  which  are  not  based  in  the 
project  neighborhood  alone. 
Organizations  which  are  city-wide, 
county-wide  or  multi-county,  or  serve 
more  than  one  neighborhood  are 
eligible,  therefore,  to  participate  in  the 
program  if  they  establish  some  structure 
by  which  they  are  accountable  to 
neighborhood  residents  for  the  proposed 
project.  This  regulation  does  not  specify 
what  the  structure  must  be,  but 
examples  include:  task  forces,  planning 
committees,  advisory  committees  and 
specific  neighborhood-based 
organizations;  provided  that  these 
groups  have  actual  control  over  the 
project. 

Paragraph  (d)  requires  that  an 
organization  has  preservation  or 
revitalization  of  low-  and  moderate- 
income  neighborhoods  as  one  of  its 
objectives.  An  applicant  organization 
may  satisfy  this  requirement  by 
reference  to  its  charter,  by-laws,  articles 
of  incorporation,  mission  statements, 
minutes  from  board  meetings,  or  other 
organizational  documents  which  state 
this  objective  or  it  may  refer  to  its  past 
and  current  activities  which  support  this 
objective. 

Paragraph  (f)  requires  that  an 
organization  have  either  a  proven  record 
or  demonstrable  capacity  to  undertake 
and  manage  its  proposed  project.  The 
regulation  defines  the  distinction 
between  demonstrable  capacity  and 
proven  record  for  both  the  programmatic 
and  management  requirement.  An 
organization  must  provide  evidence 
supporting  how  it  satisfies  this  criterion 
by  describing  its  past  and  current 
projects.  An  organization  which  has 
never  implemented  any  project  will  not 
meet  this  criterion. 

Examples  of  organizations  with  a 
satisfactory  programmatic  and 
management  "proven  record”  include:  a 
non-profit  housing  sponsor  which  has 
purchased  and  successfully  managed 
several  multi-family  buildings  now 
proposes  to  purchase,  rehabilitate  and 
manage  several  additional  properties;  a 
neighborhood  development  organization 
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which  has  done  several  improvement 
projects  on  a  commercial  strip  now 
proposes  to  develop  a  vacant  piece  of 
property  on  the  strip  for  the  construction 
of  a  new  supermarket. 

Examples  of  organizations  with  a 
programmatic  and  management 
"demonstrable  capacity"  are:  a  tenant’s 
organization  which  proposes  to 
purchase  a  building  for  conversion  to  a 
cooperative  and  has  identified  legal  and 
other  technical  skills  to  assist  in  the 
implementation  of  this  project;  a  rural 
non-profit  housing  sponsor  which 
rehabilitated  several  low-income 
housing  units  now  proposes  to  package 
and  construct  FmHA  self-help  housing 
and  has  recently  hired  a  construction 
manager  with  new  housing  construction 
experience;  an  organization  which  has 
engaged  in  a  variety  of  housing 
development  activities  and  now 
proposes  to  establish  a  construction 
company  as  its  first  economic 
development  venture  and  has  assembled 
financial  and  legal  consultants  to  assist 
in  the  formation  of  the  company  and  the 
refinement  of  the  proposed  company’s 
business  plan;  and  an  organization 
which  has  packaged  commercial 
rehabilitation  loans  and  now  proposes 
to  construct  and  manage  commercial 
space  to  be  rented  to  a  neighborhood 
supermarket,  and  has  identified  a 
private  commercial  developer  who  will 
particpate  in  the  project  as  a  joint 
venture. 

Paragraph  (g)  requires  an  organization 
be  incorporated  as  a  nonprofit  under 
state  law.  This  criterion  does  not  require 
the  applicant  have  Internal  Revenue 
(IRS)  501(c)3  status. 

Paragraph  3610.104(a)  describes  the 
eligible  projects  and  activities  under  this 
program.  To  support  the  intent  of  this 
program  and  to  encourage  a  high  level  of 
local  creativity  and  initiative  by 
neighborhood  organizations  to  meet 
their  specific  housing,  community  and 
economic  development  and 
neighborhood  revitalization  needs,  little 
limitation  has  been  placed  on  the  types 
of  projects  which  are  eligible. 

The  regulations  state  specific 
components  for  each  proposed  project 
which  distinguishes  "specific  projects” 
from  “general  program  activities”.  It  is 
the  intent  of  this  program  to  support 
discrete  single  or  inter-related  projects 
which  advance  the  organization’s 
revitalization  strategy  or  strengthen  its 
development  programs.  An  applicant 
organization  must  document  the 
relationship  between  the  proposed 
project  and  its  revitalization  strategy 
and/or  overall  development  program 
activities  for  the  target  neighborhood. 
Examples  of  eligible  projects  include: 


(a)  Neighborhood-based  housing 
development  projects 

(i)  New  construction 

(ii)  Acquisition,  rehabilitation  and 
resale  of  properties 

(iii)  Rehabilitation  and  cooperative 
conversion 

(iv)  Renovation  of  abandoned 
facilities  into  housing  units  including 
those  accessible  to  the  handicapped 

(b)  Neighborhood  commercial 
development  projects 

(i)  Rehabilitation  of  neighborhood 
commercial  structures 

(ii)  Construction  of  neighborhood 
commercial  facilities 

(iii)  Creation  of  neighborhood  retail 
stores 

(c)  Neighborhood-based  economic  and 
business  development  projects 

(i)  Creation  of  a  construction  company 
employing  low-  and  moderate-income 
neighborhood  residents 

(ii)  Development  of  industrial  parks 
which  create  jobs  for  low-  and 
moderate-income  residents  and 
handicapped  workers 

(iii)  Creation  of  ventures  connected  to 
neighborhood-based  housing  activities 
(i.e.,  adobe  brick,  wood  and 
cabinetmaking  manufacturing,  and  tile 
manufacturing) 

(iv)  Establishment  of  agricultural 
equipment  and  marketing  cooperatives 
for  use  and  ownership  by  farmworkers 
and  small  farmers 

(v)  Establishment  of  fishing 
cooperatives  and  forestry-related 
business  for  use  and  control  by  low-  and 
moderate-income  residents 

(vi)  Development  of  recycling 
businesses  which  employ  residents  and 
generate  income  for  other  neighborhood 
projects 

(vii)  Creation  of  playground 
manufacturing  businesses  which  employ 
neighborhood  youth  and  other  low-  and 
moderate-income  residents 

(d)  Neighborhood-based  energy- 
related  projects 

(i)  Solar  energy  installation  related  to 
neighborhood  housing  development 
activities 

(ii)  Alternative  technology  projects 
related  to  other  neighborhood-based 
projects 

(iii)  Creation  of  gasohol  plants  which 
employ  low-  and  moderate-income 
neighborhood  residents 

(iv)  Creation  of  insulation  material 
and  solar  panel  manufacturing 
businesses  which  provide  neighborhood 
jobs  and  generate  income  for  other 
neighborhood-based  projects. 

Paragraph  3610.104(b)  states  what 
activities  are  eligible  under  the  program. 
It  is  the  intent  of  this  program  to  support 
the  specific  activities  for  projects  at  the 
stage  of  development  where  early 


planning  has  been  completed,  and  a 
specific  timetable  for  implementation 
and  project  completion  has  been 
identified. 

Examples  of  preparation  activities 
eligible  under  this  program  include: 

(i)  Architectural  services; 

(ii)  Preparation  of  rehabilitation 
specifications; 

(iii)  Detailed  financial  planning  and 
packaging; 

(iv)  Technical  services  for  making 
building  and  facilities  accessible  to  and 
usable  by  the  physically  handicapped; 

(v)  Acquiring  site  control  through 
down  payment,  option  or  purchase; 

(vi)  Land  acquisition; 

(vii)  Legal  services  to  package  venture 
projects  or  adapt  existing  facilities  to 
new  uses; 

(viii)  Technical,  professional  project 
staff  services; 

(ix)  Refining  and  updating  market 
studies;  and 

(x)  Equity  infusion. 

The  intent  of  the  program  is  to 
maximize  the  coordination  and 
leveraging  of  other  public  and  private 
sector  resources  for  project 
implementation  (Refer  to  Project 
Selection  Criteria — §  3610.106.). 
Therefore,  the  program  will  not  support 
the  complete  costs  of  preparing  any 
project  and  it  will  support  only  a  portion 
of  implementation  costs  (i.e., 
construction,  capitalization,  etc.)  for  a 
specific  project.  An  organization  which 
requests  implementation  resources 
under  the  program  must  document  that 
other  implementation  resources  are 
committed  to  the  project.  HUD  makes  a 
determination  of  the  appropriate  portion 
of  implementation  costs  supported  by 
the  program  based  on  the  type  of 
proposed  project  and  the  availability  of 
other  implementation  resources.  HUD 
does  not  intend  to  replace  a  source  of 
funding  currently  available  for  the 
support  of  a  specific  project,  nor  does  it 
intend  to  duplicate  funding  project 
activities  which  should  be  supported  by 
other,  more  appropriate  resources. 

Section  3610.105  states  what  activities 
are  ineligible  under  this  program.  An 
organization  may  not  propose  any  of  the 
listed  activities  as  its  specific  project. 
The  Secretary  may  determine  that 
additional  activities  are  ineligible  if  they 
are  considered  inconsistent  with  the 
intent  of  the  program. 

Section  3610.106  states  the  project 
selection  criteria  by  which  the 
Department  will  select  among  eligible 
applicants.  No  organization  meets  all 
project  selection  criteria  perfectly;  the 
competitive  strength  of  each  application 
will  be  based  on  the  applicant 
organization’s  ability  to  carry  out  and 
complete  the  proposed  project;  the 
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soundness  of  the  project  itself;  the 
financial  feasibility  and  leverage  of  the 
proposed  project;  the  quality  of  the 
planning  activity  accomplished  already; 
and  the  quality  of  the  work  plan  to 
implement  the  project.  Grant 
announcements  and  application  kits, 
available  at  the  time  of  grant 
availability,  will  describe  how  each 
factor  will  be  used. 

Section  3610.107  sets  forth  the  local 
government  certification  process 
required  under  this  program.  It  also 
states  that  HUD  has  discretionary 
authority  to  make  grants  and  other 
forms  of  assistance  for  projects  which 
do  not  have  local  government 
certification  but  do  demonstrate 
innovative  means  of  preparing  and 
implementing  neighborhood 
revitalization  projects. 

Section  3610.108  states  the  program 
objectives  and  major  administrative 
procedures  for  the  Neighborhood  Self- 
Help  Development  program.  Section 
3610.109  states  the  affirmative  action 
requirements  and  other  assurances 
which  must  be  satisfied  by 
organizations  receiving  grants  under  this 
program. 

This  rule  is  listed  as  item  number 
NVACP-1-78  in  the  Department’s 
semiannual  agenda  of  significant  rules, 
published  pursuant  to  Executive  Order 
12044,  as  extended  by  12221.  The 
Neighborhood  Self-Help  Development 
program  is  listed  in  the  Catalog  of 
Federal  Domestic  Assistance  as  14.800. 

A  Finding  of  No  Significant  Impact 
with  respect  to  the  environment  has 
been  made  in  accordance  with  HUD 
regulations  in  24  CFR  Part  50,  which 
implement  Section  102(2)  (C)  of  the 
National  Environmental  Policy  Act  of 
1969.  The  Finding  of  No  Significant 
Impact  is  available  for  public  inspection 
during  regular  business  hours  in  the 
Office  of  the  Rules  Docket  Clerk,  Office 
of  the  General  Counsel,  Room  5218, 
Department  of  Housing  and  Urban 
Development,  451  Seventh  Street,  S.W., 
Washington,  D.C.,  20410. 

Accordingly,  24  CFR  Part  3610  is 
revised  in  its  entirety  to  read  as  follows: 

PART  3610— NEIGHBORHOOD  SELF- 
HELP  DEVELOPMENT  PROGRAM 

Sec. 

3610.101  Purpose. 

3610.102  Definitions. 

3610.103  Eligible  applicants. 

3610.104  Eligible  projects  and  activities. 

3610.105  Ineligible  activities. 

3610.106  Evaluation  and  selection  criteria. 

3610.107  Local  government  certification. 

3610.108  Program  administration. 

3610.109  Other  Federal  requirements. 


Authority:  Title  VII  of  the  Housing  and 
Community  Development  Amendments  of 
1978  (42  U.S.C.  8121  et  seq.). 

§  3610.101  Purpose. 

There  are  three  major,  inter-related 
objectives  to  this  program:  to  support 
the  preparation  and  implementation  of 
specific  neighborhood  revitalization 
projects  as  identified  by  neighborhood 
organizations;  to  increase  the  capacity 
of  eligible  neighborhood  organizations 
to  successfully  plan  and  manage  specific 
neighborhood  revitalization  projects; 
and  to  encourage  partnerships  between 
neighborhood  organizations  and  the 
local  public  and  private  sectors. 

§3610.102  Definitions. 

(a)  “Low  and  Moderate"  refers  to 
neighborhoods  in  which  family  income 
does  not  exceed  80%  of  the  median 
income  for  the  area,  as  determined  by 
HUD,  with  adjustments  for  the  size  of 
the  family. 

(b)  "Neighborhood”,  for  the  purposes 
of  this  program,  is  defined  differently  for 
urban  and  rural  areas. 

(1)  Urban  neighborhood.  In  urban  and 
suburban  areas  and  in  cities  with  10,000 
or  more  in  population,  a  neighborhood  is 
a  distinct  geographic  area  which  is 
smaller  than  a  city  and  has  a  readily 
identifiable  residential  character. 

(2)  Rural  neighborhood.  In  rural  areas 
and  in  small  cities  with  under  10,000  in 
population,  a  neighborhood  is  either  a 
portion  of  the  small  town  or  a 
specifically  designated  target 
community  within  a  rural  area. 

Wherever  the  term  “neighborhood” 
appears  in  this  regulation,  it  applies  to 
the  communities  or  target  areas  of 
organizations  in  small  cities  or  rural 
areas. 

(c)  “Self-Help”  means,  for  the 
purposes  of  this  program,  any  efforts  or 
contributions  by  which  neighborhood 
residents  plan,  finance,  implement  and 
evaluate  specific  projects. 

§  3610.103  Eligible  applicants. 

To  be  eligible  for  grants  under  this 
program,  neighborhood  organizations 
must  satisfy  all  of  the  following 
eligibility  criteria: 

(a)  The  applicant  must  be  a  voluntary 
organization.  States,  units  of  general  or 
special  purpose  local  government, 
government  agencies,  tribal 
governments  and  corporations  created 
by  units  of  government  and  which 
function  as  instrumentalities  for  that 
unit  of  government  are  not  eligible  under 
this  program.  , 

(bj  The  applicant  must  be  broadly 
representative  of  the  neighborhood  in 
which  the  project  will  be  located.  The 
applicant  organization  must  have 
incorporated  in  its  membership,  board  of 


directors  or  structure  governing  the 
proposed  project  an  economic,  racial, 
ethnic,  disability,  age  and  sexual 
composition  appropriate  for  the 
neighborhood  where  the  proposed 
project  is  to  be  located.  The  Department 
examines  particularly  whether 
minorities,  poor,  elderly,  women  and 
handicapped  residents  are  not  excluded 
from  the  decision-making  structure 
regarding  the  proposed  project.  An 
organization  may  have  representation 
from  local  businesses,  financial, 
governmental  and  non-governmental 
entities. 

(c)  The  applicant  must  be  accountable 
to  neighborhood  residents  with  respect 
to  the  project  being  proposed.  The 
applicant  organization  must  have  a 
specific  structure  through  which  it  is 
accountable  to  the  neighborhood 
residents  during  the  lifetime  of  the 
proposed  project.  A  board  of  directors 
may  serve  as  the  accountability 
structure  only  if  the  applicant 
organization  is  based  within  one 
neighborhood  and  its  board  members 
are  from  the  same  neighborhood. 
Applicant  organizations  which  are 
either  dtywide,  countywide, 
multicounty,  or  serve  more  than  one 
neighborhood  must  have  a  specific 
structure,  other  than  the  board, 
identified  and  described  by  which  the 
organization  is  accountable  for  the 
project  to  residents  of  the  neighborhood 
where  the  project  is  located. 

(d)  The  applicant  must  have  as  one  of 
its  objectives  the  preservation  and 
revitalization  of  low-  and  moderate- 
income  neighborhoods. 

(e)  The  applicant  must  be  a 
neighborhood  development 
organization.  That  is,  the  applicant  must 
have  prepared  an  overall  neighborhood 
revitalization  strategy,  implementing 
one  or  more  physical  revitalization 
projects,  and  be  committed  to  the 
continued  implementation  of  the 
strategy  through  future  physical 
revitalization  projects. 

(f)  The  applicant  must  have  a  proven 
record  or  demonstrable  capacity  for 
developing  resources  for,  and  effectively 
implementing,  neighborhood 
conservation  and  revitalization  projects. 
The  application  organization  must 
provide  evidence  of  both: 

(1)  Programmatic  capability  for  the 
specific  type  of  activity  proposed;  and 

(2)  Existing  management  expertise  for 
development  and  administration  of  the 
neighborhood  project  proposed. 

(i)  The  “proven  record”  criterion 
under  this  program  may  be  met  when  an 
organization  proposes  to  undertake  a 
project  similar  in  type  and  scale  to  one 
it  has  already  undertaken.  To  satisfy  the 
programmatic  aspect  of  a  proven  record, 
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an  organization  must  have  completed 
the  same  type  of  project  and  have  the 
related  technical  skills  in  place.  To 
satisfy  the  management  aspect  of  a 
proven  record,  an  organization  must 
have  managed  a  project  of  the  same 
scale  and  must  have  the  administrative 
skills  and  systems  in  place. 

(ii)  The  “demonstrable  capacity” 
criterion  under  this  program  must  be 
met  when  an  organization  proposes  to 
undertake  a  project  which  is  either  a 
new  type  of  project  or  a  project  of  a 
significantly  larger  scale  than  those 
previously  undertaken  but  the 
organization  has  sufficient  past 
experience  and  present  capability  to 
undertake  the  new  type  or  larger  scale 
project.  To  satisfy  the  programmatic 
aspect  of  demonstrable  capacity,  an 
organization  must  have  available 
specific  individuals  with  experience  in 
the  new  type  or  larger  scale  of  proposed 
project.  To  satisfy  the  management 
aspect  of  demonstrable  capacity,  an 
organization  must  have  management 
skills  and  systems  which  are 
comparable  to  those  required  for  the 
administration  of  the  proposed  project. 

(iii)  If  more  than  one  organization  is 
involved  in  the  proposal,  the  applicant 
organization  itself  must  comply  with 
both  the  management  and  the 
programmatic  aspects  of  the  appropriate 
criterion.  Applicants  are  not  considered 
more  or  less  qualified  based  on  whether 
they  have  either  a  proven  record  or 
demonstrable  capacity. 

(g)  The  applicant  must  be 
incorporated  as  a  nonprofit  organization 
under  applicable  state  law. 

(h)  The  applicant  must  have  a  Board 
of  Directors  other  than  the  paid  staff  of 
the  organization,  although  a  small 
number  of  paid  corporate  officers  may 
be  part  of  the  Board. 

(i)  The  applicant  must  have  an 
auditable  internal  accounting  system  as 
certified  by  an  independent  (or 
government)  accountant. 

§  3610.104  Eligible  projects  and  activities. 

(a)  Eligible  projects.  Any  specific 
housing,  community  and  economic 
development  project  which  is  not 
excluded  under  §  3610.105  (Ineligible 
Activities)  and  which  contributes  to  the 
revitalization  of  low-  and  moderate- 
income  neighborhoods  and  directly 
benefits  the  residents  of  those 
neighborhoods  is  eligible  under  this 
program.  A  specific  project  must  have 
the  following  components:  a  definite 
target  area  or  a  single  or  limited  number 
of  identified  sites  within  a  specific 
designated  area;  a  specific  time 
delineation  for  completion  of  the  project; 
and  a  direct  connection  to  overall 
revitalization  programs  or  strategies 


carried  out  by  the  applicant 
organization.  All  projects  must  also 
meet  the  requirements  of  §  3610.104(b) 
below. 

(b)  Eligible  activities.  Any  activities 
which  support  the  preparation  and/or 
implementation  of  specific  neighborhood 
revitalization  projects  and  are  not  found 
under  §  3610.105  (Ineligible  Activities) 
are  eligible  under  this  program.  The 
program  does  not  support  the  full  cost  of 
implementing  any  project.  If  funds  for 
implementation  activities  are  requested, 
the  program  will  provide  only  a  portion 
of  those  costs.  The  Department  will 
determine  what  are  appropriate  portions 
of  implementation  costs  based  on  the 
type  of  project  proposed  and  the 
availability  of  other  implementation 
resources.  To  qualify  as  a  specific 
project  under  §  3610.104(a),  the 
preliminary  stages  of  project 
development  must  be  completed  before 
the  Neighborhood  Self-Help 
development  application  is  made 
including  all  activities  necessary  to 
produce: 

(1)  A  clear  project  structure  with  basic 
components; 

(2)  Feasibility  studies  or  market 
analysis; 

(3)  Preliminary  financial  projections; 

(4)  An  estimated  timetable  for  project 
implementation;  and 

(5)  Initial  research  of  available 
resources  supportive  of  project 
implementation. 

§  3610.105  Ineligible  activities. 

The  following  activities  are  ineligible 
for  funding  under  this  program: 

(a)  Early  planning  functions  or 
planning  where  there  is  no  proof  of  the 
probability  of  implementing  the  project; 

(b)  Public  works  such  as  street  repairs 
which  are  not  associated  with  a  specific 
development  project  being  funded; 

(c)  Operating  social  services  programs 
which  are  not  associated  with  the 
specific  project  being  funded; 

(d)  Economic  or  business  development 
which  does  not  primarily  benefit  the 
residents  of  the  neighborhood  in  which  # 
it  will  be  located; 

(e)  Operating  and/or  administrative 
costs  of  a  community  group  which  are 
not  directly  associated  with  the  specific 
project  being  proposed; 

(f)  Weatherization  not  associated  with 
the  specific  project  being  proposed; 

(g)  Renovation  and/or  construction  of 
neighborhood  centers  (including  cultural 
and  multipurpose  centers)  or  related 
facilities  not  directly  tied  to  the  specific 
development  project  and  an  overall 
revitalization  strategy  supported  under 
this  program; 


(h)  Revolving  loan  and  grant  funds  not 
directly  associated  with  the  specific 
project  being  proposed; 

(i)  Organizing,  advocacy  and  training 
activities,  such  as  community  anti-crime, 
cultural,  counseling  and  tenant  support 
activities; 

(j)  Relocation  costs  occasioned  by 

community  development  activities  other 
than  the  project  supported  under  this 
program;  4 

(k)  Construction  of  open  park  space  or 
other  recreational  facilities,  not  directly 
associated  with  a  specific  project 
supported  under  this  program; 

(l)  Employment  and  training  activities 
not  associated  with  a  specific  project 
supported  under  this  program;  and 

(m)  Any  other  activities  determined 
by  the  Secretary  to  be  inconsistent  with 
the  purpose  of  the  Neighborhood  Self- 
Help  Development  program. 

§  3610.106  Evaluation  and  selection 
criteria. 

Neighborhood  organizations  which 
propose  projects  must  satisfy  all  the 
eligibility  criteria  (§§  3610.103  and 
3610.104).  Those  applicants  which  are 
deemed  eligible  will  be  evaluated  by 
such  criteria  as: 

(a)  Organizational  qualifications.  The 
organization  is  evaluated  on  the  degree 
to  which  the  organization’s  past 
accomplishments  evidence  a  proven 
record  or  demonstrable  capacity  to 
develop,  prepare  and  effectively 
implement  the  type  of  neighborhood 
revitalization  project  proposed  (see 
paragraph  3610.103(f)  for  definition  of 
“proven  record”  and  “demonstrable 
capacity”).  The  organization  is  also 
evaluated  for  its  ability  to  manage  the 
type  of  neighborhood  revitalization 
project  proposed.  The  organization  is 
evaluated  for  its  history  of  service  to  the 
area  served  by  the  proposed  project  and 
to  low-  and  moderate-income  residents 
served  by  the  proposed  project. 

(b)  Quality  of  project  planning.  The 
organization  is  evaluated  on  the  degree 
to  which  it  has  prepared  and  described 
an  overall  revitalization  strategy  which 
will  be  advanced  by  the  proposed 
project.  The  organization  is  evaluated 
on  the  degree  to  which  it  has  identified 
the  project  components,  described  the 
completed  planning  and  estimated 
financial  projections  and  a  timetable  for 
project  implementation.  The 
organization  is  evaluated  on  the  degree 
to  which  neighborhood  residents  are 
incorporated  in  planning  the  proposed 
project. 

(c)  Soundness  of  project  and  its 
components.  The  organization  is 
evaluated  on  the  degree  to  which  it  has 
realistically  conceived  its  proposed 
project,  documented  the  relationship 
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between  the  project's  components  and 
described  the  project’s  direct  benefits 
for  low-  and  moderate-income 
neighborhood  residents.  The 
organization  is  evaluated  on  the  degree 
to  which  it  proposes  to  directly  involve 
neighborhood  residents  who  are  directly 
affected  by  the  project  in  all  stages  of 
project  development,  implementation 
and  evaluation. 

(d)  Financial  feasibility.  The 
organization  is  evaluated  on  the  degree 
to  which  it  has  coordinated  self-help, 
private  and  public  resources  for  the 
proposed  project  and  identified  that  the 
additional  resources  are  committed  to  a 
degree  comparable  to  the  stage  of 
development  of  the  project.  The 
organization  is  evaluated  on  the  degree 
to  which  the  Neighborhood  Self-Help 
Development  (NSHD)  budget  share  is 
realistic  and  reasonable  and  on  the 
degree  to  which  the  NSHD  share  does 
not  duplicate  costs  that  could  be 
covered  by  other  funding  sources. 

(e)  Quality  of  project  management. 

The  organization  is  evaluated  on  the 
degree  to  which  it  has  a  project 
management  plan  which  specifies  a 
clear  timetable  to  accomplish  the  tasks 
of  the  proposed  project,  shows 
assignments  by  tasks,  identifies 
necessary  resources  to  complete  the 
tasks  and  establishes  financial  controls 
for  the  project.  The  organization  is 
evaluated  on  the  degree  to  which  it  has 
assembled  a  capable  project  team 
including  a  project  manager,  project 
staff  and  technical  consultants. 

§  3610.107  Local  Government 
Certification. 

(a)  A  neighborhood  organization  must 
submit,  as  a  part  of  its  final  and 
completed  application,  a  letter  from  the 
chief  elected  official  of  the  most 
immediate  jurisdiction  of  general  local 
government  certifying  that  he  or  she  has 
reviewed  the  proposal  prepared  by  the 
neighborhood  organization  and  that  the 
proposed  project  is  consistent  with,  and 
supportive  of,  the  specific  objectives  of 
that  unit  of  local  government  including 
housing  and  community  development, 
economic  development,  and 
neighborhood  conservation  or 
revitalization  activities  being  carried  out 
by  that  unit  of  general  local  government. 
In  jurisdictions  where  the  chief 
executive  officer  of  the  unit  of  general 
purpose  local  government  is  elected, 
only  that  person  qualifies  as  the  chief 
elected  official  for  certification  of  the 
Neighborhood  Self-Help  Development 
proposals.  In  jurisdictions  where  the 


chief  executive  officer  is  appointed  or 
hired  by  a  body  of  elected  persons,  the 
chairperson  of  that  body  is  the  only 
person  who  qualifies  as  the  chief  elected 
official  for  certification  of  the 
Neighborhood  Self-Help  Development 
proposals,  whether  that  chairperson 
holds  the  chair  as  a  result  of  plebescite 
or  by  action  of  the  elected  body  itself. 

For  projects  located  in  more  than  one 
jurisdiction  (i.e.,  multicounty  or  city  and 
county),  there  must  be  a  letter  from  the 
chief  elected  official  of  each  jurisdiction. 

(b)  The  Secretary  may  authorize 
grants  up  to  ten  percent  of  the  annual 
appropriation  for  this  program  for 
innovative  projects  and  other  activities 
without  requiring  government 
certification. 

§  36 1 0. 1 08  Program  Administration. 

(a)  The  Neighborhood  Self-Help 
Development  program  is  administered 
by  the  Office  of  Neighborhood  Self-Help 
Development  under  the  Assistant 
Secretary  for  Neighborhoods,  Voluntary 
Associations  and  Consumer  Protection. 
Through  this  program,  HUD  is 
committed  to  selecting  a  variety  of 
neighborhood  organizations  by  size, 
type,  term  of  existence  and  geographic 
location.  Organizations  including 
neighborhood  nonprofit  rehabilitation 
sponsors,  nonprofit  community 
development  corporations,  tenant 
management  corporations,  multiservice 
organizations  and  neighborhood-based 
economic  development  groups  are 
eligible  if  they  satisfy  all  the  criteria 
stated  in  the  regulation.  A  substantial 
number  of  grants  will  be  made  to 
organizations  in  rural  and 
nonmetropolitan  areas  under  10,000  in 
population.  HUD,  through  this  program, 
is  committed  to  the  selection  of  diverse 
projects  with  respect  to  project  type, 
size,  scale  and  length  of  time. 

(b)  The  availability  of  grants  is 
announced  through  the  Federal  Register 
and  supplemented  through  other 
methods  of  communication. 
Neighborhood  organizations  which 
intend  to  apply  to  this  program  must 
satisfy  all  the  eligibility  requirements 
stated  in  order  for  their  applications  to 
be  evaluated.  Specific  application 
procedures  and  requirements  will  be 
stated  in  application  kits  which  will  be 
available  at  the  time  of  the 
announcements  for  the  availability  of 
grants.  Procedures  for  submitting 
unsolicited  proposals  will  be  announced 
annually  in  the  Federal  Register. 

(c)  All  organizations  which  apply  for, 
and  subsequently  receive,  a  grant  award 


under  this  program  must  adhere  to 
administrative,  reporting  and  monitoring 
procedures  in  conformance  with  the 
Uniform  Administrative  Procedures  for 
nonprofit  organizations  as  stated  in 
OMB  Circular  A-110  and  cost  principles 
for  nonprofit  organizations  as  stated  in 
OMB  Circular  A-122.  Applicants  must 
comply  with  the  A-95  review 
requirements  which  will  be  described  as 
a  part  of  each  grant  announcement 
published  in  the  Federal  Register  and 
contained  in  the  application  kits. 

(d)  HUD  has  the  authority  to 
recapture  funds  if  an  organization  which 
receives  a  grant  does  not  conform  with 
or  satisfactorily  meet  either  the 
reporting  requirements  or  monitoring 
procedures.  HUD  has  the  right  to  decline 
funding  any  applications  from 
organizations  which  do  not  satisfy  the 
requirements  and  criteria  set  forth  in 
these  regulations  and  in  the  grant 
announcements.  HUD  has  the  right  to 
deny  funding  applications  due  to 
program  budget  limitations. 

§  36 1 0. 1 09  Other  federal  requirements. 

(a)  Equal  opportunity  requirements. 

(1)  Participation  in  this  program  requires 
compliance  with  Title  VI  of  the  Civil 
Rights  Act  of  1964  (Pub.  L.  88-352)  and 
the  regulations  issued  pursuant  thereto 
requiring  that  no  person  in  the  United 
States  shall  on  the  ground  of  race,  color, 
or  national  origin,  be  excluded  from 
participation  in,  be  denied  the  benefits 
of,  or  be  subjected  to  discrimination 
under  any  program  or  activity  receiving 
Federal  Financial  Assistance. 

(2)  Participation  in  this  program  must 
also  comply  with  the  provisions  of  Title 
VIII  of  the  Civil  Rights  Act  of  1968,  as 
amended  (Pub.  L.  90-284);  Executive 
Order  110638  (Fair  Housing);  Executive 
Order  11246,  as  amended 
(nondiscrimination  in  employment 
regarding  Federal  and  federally  assisted 
contractors);  Section  3,  Housing  and 
Urban  Development  Act  of  1968  (Pub.  L. 
90-448)  (Employment  of  low-income 
residents  and  participation  of  small 
business  concerns  in  HUD-assisted 
projects);  OMB  Circular  A-102, 
Attachment  O,  paragraph  9(a) 
(Utilization  of  Minority  Business 
Enterprises);  and  Executive  Order  12138 
(Women  Business  Enterprise). 

(b)  Other  Federal  Statutes  and 
Regulations. 

Any  applications  receiving  grants 
must  demonstrate  compliance  with  24 
CFR  Part  50  and  other  Departmental 
regulations  which  implement  HUD 
responsibilities  under  the  National 
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Environmental  Policy  Act,  Departmental 
criteria  for  implementing  Executive 
Order  11990  on  Protection  of  Wetlands. 
Executive  Order  11988  on  Floodplains, 
Departmental  regulations  for 
implementing  the  Flood  Disaster 
Protection  Act  of  1973,  the  National 
Historic  Preservation  Act  and 
Archeological  and  Historic  Preservation 
Act  of  1974  as  well  as  other  related 
statutes,  regulations  and  Executive 
Orders. 

Issued  at  Washington,  D.C.,  November  6, 
1980. 

Geno  C.  Baroni, 

Assistant  Secretary  for  Neighborhoods. 
Voluntary  Associations,  and  Consumer 
Protection. 
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